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Let the Seller Also Beware” 





Federal Securities Act and Corporation of Foreign Bondholders Act of 1933 
Complete Analysis Will Be Printed in The Bulletin for July 


_ INTEREST and much uncer- 
tainty as to the extent and effect of 
the Federal Securities Act, just enacted by 
Congress, is expressed by lawyers every- 
where. The law may be described as a 
National Blue Sky Law. No rules and 
regulations have been promulgated by the 
Federal Trade Commission, by which the 
Act is to be administered, as yet, and the 
administrative details for carrying this far- 
reaching legislation into effect have not 
been announced. Meanwhile, one can only 
indulge in speculation as to what these rules 
and regulations may be. 

It is provided in the Act, however, that 
nothing shall affect the jurisdiction of the 
securities commission (or any agency per- 
forming like functions) of any state or ter- 
ritory of the United States, or District of 
Columbia, over any security or any person. 


Registration Statements 
Any security may be registered with the 


| Commission after forty days following the 





) enactment of the Act (the President signed 


the Act May 27, 1933), by filling a regis- 
tration statement in triplicate, at least one 
of which must be signed by the issuer, its 
principal accounting officer, and the ma- 
jority of its Board of Directors or persons 
performing similar functions. 
Fees 

A registration fee of one one-hundredth 
of 1 percent of the maximum aggregate 
price at which such securities are proposed 
to be offered, but in no case less than 
$25.00, is required to be paid at the time 
of filing the statement. All such state- 
ments are to be made available to the 
public under the Commission’s regulations. 

Prohibitions 

Unless a registration is in effect as to 
a security it will be unlawful: 

1. To use any means or instruments of 
transportation or communication in inter- 
State commerce or of the mails to sell or 








offer or to buy such security through the 
use of a prospectus or otherwise; 

2. To carry or cause to be carried 
through the mails or in interstate com- 


} merce, any such security for the sale or 
| delivery after sale; 


3. For any person, directly or indirectly, 
to make use of any means of transporta- 
tion or communication in interstate com- 
merce or of the mails to carry or trans- 
mit any prospectus relating to any se- 
curity registered under the law, unless such 
prospectus meets the provisions of the law 
as to the information required to be given 
in the prospectus; as the information given 
in the prospectus must be of a date not 
more than TWELVE months prior to use. 


4. To carry through mails or in inter- 
state commerce any security for the purpose 
of sale or delivery after sale, unless ac- 
companied or preceded by a prospectus that 
meets the requirements as to the contents 
of a prospectus. 


Exempted Securities 


The Act exempts certain securities and 
transactions. For example, it does not ap- 
ply to any security which, prior to or within 
sixty days after the enactment, has been 
sold by the issuer or bona fide offerer to the 
public, but this does not apply to any new 
offering subsequent to such sixty days. 


Also it exempts any security issued or 
guaranteed by the United States or any 
territory, or by the District of Columbia, 
or any state of the United States, or 
by any political subdivision of a state or 
territory, or by any public instrumentality of 
one or more states or territories, or by 
any corporation created and controlled or 
supervised by and acting as an instrumen- 
tality of the Government of the United 
States, or by any national bank, or banking 
institution organized under the laws of any 
state or territory, whose business is sub- 
stantially confined to banking and is super- 
vised by a state banking commission: or 
any security representing an interest in or 
an obligation of a Federal ‘Reserve Bank. 

Notes, drafts, bills of exchange or bank- 
er’s acceptances, used for current transac- 
tions, which have a maturity from time of 
issuance not to exceed nine months, are 
also exempted, as is any security issued by 
a building and loan association or similar 
institution. There are certain restrictions and 
limitations applied to this class of securities. 
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THE JUNIOR BARRISTERS toh 
mus 
ep F THE JUNIOR BARRISTERS, as now organized, had existed for how 
the past twenty years, the Los Angeles Bar Association would be even unit 
bigger and better than it is today.’ This was the remark of one of the to tl 
most active of the older members of, the Association, at the recent dinner peri 
of the Barristers at Bel-Air Country Club. eral 
The activities of the Juniors, the work they are doing as members of varie 
various committees, and the ability with which they perform the manifold | shou 
duties put upon them by the Association, is entitled to the highest com- ditio 
mendation. If any of the oldsters feel like being “pepped up,” then go each 
to a Junior dinner. You will be surprised—in more ways than one. : 7 
) ings 
! be ¢ 
RADIO PROGRAMS rn 
A series of radio talks by members of the Association has been ar- divic 
ranged by the Speakers Bureau Committee over station KTM, at 8 P. M. week 
The subjects are of special interest to lawyers. capa 
On June 27, President Lawrence Larrabee will explain the Federal g Upon 
Home Loan Law. previ 
On July 4, Frank G. Tyrrell will speak on “The New Declaration of more 
Independence” ; y year 
On July 11, “The National Industrial Recovery Act,” will be discussed | Pens 
by Frederick F. Houser. | the t 
The Glass-Steagal Banking Bill will be explained on July 25th, by a Le 
speaker to be selected and announced later. 2] 
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Average Earnings— Old and New 


New Rules Required by Legislation Soon to Become Effective Under 
Industrial Accident Act. 


By Douglass Campbell, of the Los Angeles Bar, Referee California Industrial 
Accident Commission 


HE COMPENSATION INDEMNITY 

payable in the event of an industrial 
injury bears a statutory relation to the 
earning capacity of the injured workman. 
The compensation act establishes $6.41 as 
the minimum and $40.48 as the maximum 
of actual weekly wages to be considered. 
Earnings beyond these limits are ignored. 
Realizing that employment, even in most 
prosperous times, has its interruptions, 
the actual earnings within the statutory 
range are discounted 5% to. establish 
average wages. Compensation benefits are 
65% of this latter amount.’ 

The purpose of the various rules in the 
Act for determining average earnings is to 
fix the loss of income to the employee, or 
in the case of his death, rate of support 
to his dependents.» Some reasonable period 
must be used to permit the operation of the 
law of averages. Compensation acts rather 
uniformly adopt the year immediately prior 
to the date of the injury as the maximum 
period which may be regarded. The sev- 
eral rules for determining this rate in the 
various statutory situations, theoretically, 
should give the same result if sufficient ad- 
ditional information were available to make 
each of the other rules applicable. 

To ascertain earning capacity when earn- 
ings are irregular, due consideration must 
be given to earnings from other sources 
during the year. This does not require 
that the actual earnings be totalled and 
divided by 52 to ascertain the average 
weekly earnings, but only that the earning 
capacity be fixed in whatever light is shed 
upon the issue by such survey of the 
previous year.* Any convenient period 
more than one week and not more than one 
year may be taken as the basis for com- 
pensation, provided it be fairly typical of 
the time of the injury. 





1. Sec. 12(a), Chap. 586, Laws of 1917, as 

2. W. Met. Supply Co. v. Pillsbury, 172 Cal. 
3 I. A. C. Dec. 109 (1916). 

3. Aetna Life Ins. Co. v. Ind. Acc. Com., 72 

: A. B. 2118, Secs. 12(a) 1 and 4, Stats. 1933. 


The rules governing average earnings 
were adopted in 1917 and contemplated 
full time employment as the normal in- 
cident of labor and merely provided the 
means whereby a varied earning history 
could be converted into terms of the stand- 
ard denominator.' The experience of the 
last few years has shown that employment 
is now less prevalent and less continuous. 
The new conditions require new rules. 
Assembly Bill 2118, which meets this 
changed condition, will become operative 
90 days after the adjournment of the 1933 
Legislature. 

It must be remembered that the statute 
in force at the time of injury is part of 
the compensation right which has vestcd. 
The new standard of average earnings will 
therefore only apply to injuries occurring 
after its effective date. To that time, the 
present rules control. 


Full Time Employment—New Rule. 

1. The new section follows the outline 
of its predecessor in first establishing the 
unit of full time employment. The thirty- 
hour week has been adopted as the mini- 
mum of standard employment.* Whether 
the employee be newly hired or has long 
engaged in such work, if the employment 
offers the opportunity to work at least 30 
hours per week, the actual wages earned 
are the basis of compensation. These are 
the daily rate times the number of days 
worked per week.* 

Present Rule. 

Where a workman has worked at a fixed 
daily wage for at least five days a week dur- 
ing 52 weeks out of the year, his average 
earnings are based upon his actual earn- 
ings or the daily wage multiplied by the 
actual number of days worked per week.° 


amended, Chap. 255, Laws of 1929. 
407, 156 Pac. 591, Ann. Cas. 1917E 390, 


Cal. App. Dec. 1237 (1933). 
Balter v. W. Pac. R. R., 17 I. A. C. Dec. 57 (1931). 
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Such employment is established as suf- 
ficiently steady to serve as a true index of 
his earning capacity.® 

Where such a workman, although em- 
ployed at a fixed daily wage for at least 
five days a week, could not establish his 


wage earning capacity by his own actual — 


earnings for one year, it is determined by 
taking as a standard those of another work- 
man in the same or similar employment in 
that community. Comparison can be made 
only where the employments involved meet 
the test of 260 days of labor available in 
a year.’ The average earning capacity 
in any particular trade must be based on the 
conditions peculiar to that occupation in the 
same community and must represent the 
average earning capacity of the average 
workman engaged in that particular occu 
pation. Where the employee’s wage is 
fixed by the prevailing wage in the general 
labor market, no necessity exists for con- 
sidering the earnings of others, even though 
the injured may not have worked in his 
particular job throughout the year.’ 
Earning Capacity. 

2. Earning capacity means fitness, readi- 
ness and willingness, considered in connec- 
tion with opportunity, to work. Fitness 
and opportunity must go hand in hand. No 
abnormal condition or circumstance, such as 
injury or illness appearing, the nature and 
character of the work being well established, 
the prior annual average earnings of the 
injured should be taken as his standard. 
It is unfair to take the earnings of the 
highest man as a basis of comparison.’ A 
comparable workman must be chosen. 

Capacity to earn money necessarily con- 
templates all the surrounding circumstances 
which may indicate the employee’s usual 
and ordinary ability to earn wages, in- 
cluding his physical ability, natural talents, 
training, opportunity to secure employ- 
ment and condition of health.1! It does 


OND 


10. Mahoney Co. v. 
ll. Aetna Life Ins. 


12. A. B. 2118, Sec. 12(a) 2, Stats. 1933. 
13. A. B. 2118, Sec. 12(a) 4, Stats. 1933. 
4. A. B. 2118, Secs. 12(a) 2 and 4, Stats. 1933. 


Munn v. Hartford etc. Co., 12 I. A. C. Dec. 176 (1925). 
Wellington v. Royal Indem. Co., 14 I. A. C. Dec. 152 (1927). 
Frankfort etc. Co. v. Pillsbury, 173 Cal. 56, 169 Pac. 150, 3 I. A. C. Dec. 246 (1916). f 
U. S.-Mahoney Co. v. Marshall, 46 F. (2d) 539 (D. C. Wash. 1931). 

Cal.-Mehaffey v. Ind. Acc. Com., 176 Cal. 711, 171 Pac. 298, 4 I. 
Marshall, 46 F. (2d) 539 (D. C. Wash. 1931). 
Co. v. Ind. Acc. Com.. 72 Cal. App. Dec. 1237 (1933). 
Moore v. Cal. Press, 12 I. A. C. Dec. 206 (1925). 


not necessarily mean the actual earnings 
which the injured employee was making at | 
the time of injury. It refers to that which, 
by virtue of his experience, business acumen 
and training an individual was capable of | 
earning in the then labor market."’ It is | 
after all a question of fact and some dis- 
cretion for the Commission to determine | 
from the record in each case.’ 


Less Than Five Days Per Week— ' 
New Rule. 

3. Where the employment is for less than 
30 hours per week, average earnings are 
to be taken at such sum as reasonably 
represents the employee’s earning capacity, 
due consideration being given to his earn- | 
ings from all sources and employments.” | 
No limitations of time within which earned 
or similarity of employment are involved.” 


es 


A new provision definitely permits the 
consideration of concurrent earnings from 
even dissimilar employments.'* The com- 
bined effect of reducing the standard of 
full time earning capacity to but thirty 
hours per week and permitting the cumu- 
lation of other earnings tends to bring many 
more situations under the general rule than 
when a 260-day work year was required. | 
As a result, many of the special rules which 
grew up under Commission practice in ap- | 
plying the old section 12(a)4 no _ longer 
are necessary. 


Present Rule. 

When the employment is irregular and 
less than five days per week, any con- | 
venient period, not exceeding one year, 
may be taken to determine an average | 
weekly rate of pay.’ In calculating this 
sum, due consideration is given to all 
amounts earned in all employments during 
the year preceding the injury, considered 
in light of all other facts and circumstances 
surrounding the case.’ However, no wage 
may he recognized in an amount in excess 


A. C. Dec. 368 (1917). 


15. Wiggins v. Hartford etc. Co. 16 I. A. C. Dec. 7 (1929). 
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of the actual earnings at the time of 
injury."' | Within this rule are seasonal 


employments,!® and all those involving em- 
ployment of less than five days per week 
and not at a fixed rate weekly, monthly 
or for any other period.’ 


In this type of case, it is not necessary 


to go back an entire year in determining 
earnings. Any reasonable period which 
fairly represents the earning capacity of the 
employee at the time of injury may be 
considered.'' Where there has been a 
decided change in the employee’s earning 
status, either in his working conditions or 
earnings, consideration is confined to salary 
conditions since the change.'’ The period 
during which the money actually 
earned, not the entire elapsed time, is to be 
regarded.*® 


was 


4. It was early determined that earnings 
from similar employments could be 
lumped,*® but for years the rule forbid con- 
sideration of earnings from dissimilar em- 
ployments.*” Under both the present and 
the new rules, earnings from all employ- 
ments may be joined,”’ but not at a higher 
rate of pay.*? Profits from the operation 
of a business are not properly included in 


computing earnings.** The words “occu- 
pations” and “employments” are synony- 


mous.** Where multiple duties are per- 
formed for the same master, the total pay- 
ment represents the earning capacity of 
such employee.”® 

5. Where the employment is specified 
to be by the week, month or other period, 
average earnings are based upon actual 
wages during such period of time, not ex- 


ceeding one year, as may conveniently be 
taken to determine an average rate of pay.” 
This rule remains unchanged under the new 
form of the section. 

6. The actual wage received by the em- 
ployee at the time of his injury is usually 
his earning capacity in the then labor mar- 


ket and is the proper basis of indemnity.” | 
In the long run, the law of averages will | 
This is a rule of con-| 


prevent injustice. 
venience, of logic and of the new section 
which should govern in all cases unless 
special circumstances make it unjust.” 


7. The statutory scheme for determin- 


ing average earnings now in force contem- | 
plates conditions of employment of normal | 


regularity. Under disturbed conditions, un- 
less wisely applied, the stereotyped formu- 
lae will work to the general social dis- 
advantage, particularly when unemployment 
relief activity is involved. Obviously, the 
compensation rate should not be higher than 
the actual earnings of the injured man,” 
lest accidents be invited. The emergency} 


clause which has application “where for any | 


reason the foregoing methods of arriving at 
the average weekly earnings of the em- 
ployee cannot reasonably and fairly be ap- 
plied,”** can and should be used to meet! 
the situation. 

8. Ordinarily, the actual wages are the 
basis of average earnings. An exception 
arises, however, where, although the Mini- 
mum Wage Law fixes the wage to be paid, | 
a lesser wage in fact is received. In such} 
event, the legal wage governs.** 

9. Overtime and the market value of | 
hoard, lodging, fuel, and other advantages { 


11. Aetna Life Ins. Co. v. Ind. Acc. Com., 72 Cal. App. Dec. 1237 (1933). 
Moore v. Cal. Press, 12 1. A. C. Dec. 206 (1925). 
16. Manton v. St. Comp. Ins. Fund, 17 I. A. C. Dee. 71 (1931). 


17. N. Redwood Lbr. 


Co. vw. 


Ind. Acc. Com., 34 Cal. App. 2, 166 Pac. 1023, 4 I. A. C. 


Dec. 246 (1916); Sec. 12(a) 4, Chap. 586, Laws of 1917, as amended. 
18. Dept. of Water & Power v. Ind. Acc. Com., 72 Cal. App. Dec. 1064 (1933). 
19. IV. Metal etc. Co. v. Pillsbury, 172 Cal. 509, 156 Pac. 421, Ann. Cas. 1917E 390, 3 I. A. 


C. Dec. 109 (1916). 


22. Mitchell v. 


24. Moore v. Norwich etc. 
25. Brower v. U. 


27. Sec. 12(a) 3, Chap. 586, Laws of 1917, as amended. 


29. Sec. 12(a) 4, A. B. 2118, Stats. 1933. 


} 
20. Mitchell v. Livingston, 6 I. A. C. Dec. 188 (1919). 
21. St. Amand v. Hill St. Theater, 161. A.C. Dec. 14 (1929) ; Sec. 12(a) 2, A. B. 2111, Stats. 1933. 
Langley, 5 I. A. C. Dec. 188 (1918); Sec. 12(a) 2, A. B. 2118, Stats. 1933. 
23. Handfield Pet. Co. v. Allen, 11 P. (2d) 175 (Okla.) (1932). 
Co., 16 I. A. C. Dec. 25 (1929). | 
S. F. & G. Co., No. 37,714 (1932). Not yet reported. 
28. Wingard v. L. A. Shipbuilding Co.,57 Cal. App. 674, 207 Pac. 1030, 9 I. A. C. Dec. 109 (1922). 
30. Cote v. Bachelder-Worcester Co., 160 Atl. 101 (N. H. 1932). This case illustrates 


the evils of a literal interpretation. 


31. Sec. 12(a) 4, Chap. 586, Laws of 1917, as amended; idem: A. B. 2118, Stats. 1933. 


32. Peterson v. Brawn, 9 I. 


A. C. Dec. 43 (1922). 
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a | 
tly be | received by the injured employee as part of | he would reasonably have been promoted 
pay." | his remuneration, which can be estimated if he had not been injured.*4 His com- 
1e new} in money, form part of his average earn- pensation rate for temporary disability is 

* ings.** Since the expense account is not determined by the usual rules.. The ex- 
1e em-| Supposed to be a source of income but ception applies to permanent disability 
isually | merely a reimbursement for actual expense alone. This rule, now in force, remains 
- mar- | incurred, the Act provides that this type unchanged by the new section. 
nity. Fo _ “advantage cannot be considered.* The increase is based upon probabilities. 
2s will | This provision remains unchanged in the 1¢ there is no reasonable prospect of an 
f con-§ new section. increase, the section should not apply.** 
section 10. An exception to the rule of average That is, if the minor is receiving the pre- 
unless earnings occurs in the case of a minor em-  vailing wage in the community for the class 
a. ployee. Instead of discounting his actual of work being done, the fact of his mi- 
ermin- |) wages 5% to achieve the average wages, nority is immaterial. This provision con- 
yntem- | the Act provides that in case of a permanent templates the salary increase which a stu- 
10rmal | disability the average earnings of such a dent or apprentice would normally expect 
1s, un-| minor shall be his probable earnings, within to achieve in the fullness of time. Even 
‘ormu- established limits, which under ordinary though no change in wage is to be ex- 
11 dis- circumstances, he would probably have been pected, the section operates to waive the 
yyment | able to earn after attaining the age of 21 5% discount in determining average wages 
ry, the) years in the occupation in which he was_ for the permanent disability. His “prob- 
r than) employed at the time of injury or to which able” wage is his legal “average” earnings. 
| _— 
rgency | 33. Sec. 12(b), Chap. 586, Laws of 1917, as amended. 
or any) 34. Sec. 12(c) Chap. 586, Laws of 1917, as amended. 
ying at) 35. W. Pac. R. R. v. Ind. Acc. Com., 180 Cal. 416, 181 Pac. 787, 6 I. A. C. Dec. 91 (1919). 
e em- 
be ap- 
) meet | 


“| COURT RULES 


Mini- e e e 

» pal Available Now at the Daily Journal Office 
7 212 Page Loose-leaf compilation of Court Rules and Rules of 
Practice, with New Rules, and Amendments, effective July 1, 1932. 
ue 0 


intages | SUPERIOR COURT—Los Angeles County 


SUPERIOR COURT—Judicial Council Rules 

SUPREME AND APPELLATE COURTS—Judicial Council 
APPELLATE DEPT. SUPERIOR COURT—Judicial Council 
MUNICIPAL COURT—Los Angeles 

MUNICIPAL COURT—Long Beach 

i UNITED STATES DISTRICT COURT—Southern District 
COURTS OF ADMIRALTY of the United States 


1933. 
933. COURTS OF EQUITY of the United States 
Four amendments, made since the publication, are available, 
t in loose-leaf form, at Daily Journal Office, without charge. 
1922). 


PRICE $1.00 


LOS ANGELES DAILY JOURNAL 121 North Broadway MUtual 6138 
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Proposed Change in By-Laws 


Affecting Selection of Nominating Committee 


O THE MEMBERS OF THE LOS 
ANGELES BAR ASSOCIATION: 


Please be advised that in accordance with 


Article X of the By-Laws of the Los 
Angeles Bar Association, you are hereby 
notified that there has been presented to 
the Board of Trustees a proposed amend- 
ment to Section 2 of Article II of the By- 
Laws. The sponsors of the proposed 
amendment will call up said proposal for 
a vote, and will move the adoption thereof 
at the regular meeting of the Association 
on June 8, 1933. 
The proposed amendment is as follows: 
“Section 2. Nominating Commit- 
tee. A nominating committee 
sisting of fifteen members of the Asso- 
ciation shall be elected at the regular 
monthly meeting of the Association 
held in November in each year. Can- 
didates for the nominating committee 
shall be nominated from the floor at 
said meeting, and not otherwise. No 
member of the Association shall be 
entitled to nominate more than two 
(2) candidates for the nominating 
committee. After nominations of mem- 
bers for said committee have been 
closed the members of the Associa- 
tion present at said meeting shall by 
ballot vote upon those nominated, and 
the fifteen having the highest number 
shall thereupon constitute 
the nominating committee. Said nomi- 
nating committee shall meet upon the 
call of the secretary of the Association 
prior to December Ist of said year, 
shall select its own chairman, and shall 
nominate member of the Asso- 
ciation for each of the offices of presi- 
dent, senior vice-president, and junior 
vice-president, and one member of the 
Association for each position of trus- 
tee to be filled at the election. The re- 
port of the nominating committee stat- 
ing the names of the persons so nomin- 
ated for the respective offices shall be 
forwarded to the secretary of the As- 
sociation and shall be by him posted 
on the bulletin board of the County 
Law Library on or before December 
5th of said year.” 


con- 


of votes 


one 


rane 


ne WE TRreer 


The amendment is sponsored by: Nor- 
man A. Bailie, Louis W. Myers, B. J. Brad-| 
ner, W. C. Mathes, William Hazlett, Oscar } 
Lawler, M. Philip Davis, Leonard B. Slos- | 
son, Richard J. Dillon, Hubert T. Morrow, 
John G. Mott, Irving M. Walker, Jack W. 
Hardy. ‘ 


Section 2 of Article II of the By-Laws, 
which provides for a Nominating Commit- 
tee, now stands as follows. 


“A nominating committee of seven mem- 
bers of the Association shall be selected at 
the regular monthly meeting of the Asso- 
ciation held in November in each year. 
The nominating committee shall nominate 
one member of the Association for each of 
the offices of president, senior vice-presi- 
dent and junior vice-president, and one 
member of the Association for each posi- 
tion of trustee to be filled at the election. 
The report of the nominations shall be ' 
forwarded to the Secretary of the Asso- 


ciation and shall be posted on the bulletin 
board of the County Law Library on or 
before December 5th.” 


You will note by comparing the proposed | 
amendment with the amendment as it now] 
appears in the By-Laws that the proposed! 
amendment if adopted will effectuate the 
following changes: 

(1) The Nominating Committee shall be 
composed of 15 members, whereas the pres- 
ent Section provides for 7 members. 

(2) No member of the Association shall | 
be entitled to nominate more than two} 
candidates for the Nominating Comunittee, 
whereas, in the past the entire Nominating 
Committee has frequently been nominated 
by one member. 

(3) The Nominating Committee shail be 
elected by ballot, whereas, in the past the| 
Committee has at times been elected by 4| 
vote of “yeas” and “nays.” 

(4) The Nominating Committee _ shall | 
meet upon the call of the Secretary of the} 


Association, prior to December Ist of said J 


year, and shall select its own Chairman 
This modus operandi has been followed 1 
the past, although the Section has been 
silent as to the method of operation of the 
Committee. 
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The Work of the State Bar 
Elections of Governors Under the 1983 Amendments to the State Bar Act. 
By Philbrick McCoy, of the Los Angeles Bar. 
N 1931, THE LEGISLATURE amended _ side of the city of Los Angeles. The re- 


section 9 of the State Bar Act, 
to the constitution and election of the 
Board of Governors of the State Bar. so 
as to provide that, pending the estallish- 
ment by the Legislature ‘of a new basis of 
representation” upon the Board after the 
completion of the then contemplated con- 
eressional reapportionment in the state, the 
members of the Board, other than the four 
governors at large, should be elected from 
the eleven congressional districts as they 
then existed. 

In 1932, the Board of Governors ap- 
pointed a committee to draft legislation 
for a new basis of representation, and this 
committee reported at the annual meeting 
in 1932 (Proceedings, pp. 72, 213). Asa 
result of its efforts, which had the support 
of the Board of Governors now in office, 
sections 9, 14 and 15 of the State Bar 
Act were amended by a law signed by the 
Governor May 17, last, which law, as 
chapter 430 of the Statutes of 1933, will 
be effective ninety days after May 22, if the 
people approve Assembly Constitutional 
Amendment 108, relating to the effective 
date of legislation enacted this year, at 
the special election on June 27. The elec- 
tion of members of the Board, beginning in 
1933, will be held pursuant to the Act as 
so amended. 


Elected From New Districts. 

sy the terms of the amendments, the 
soard of Governors will continue to have 
fifteen members, but all of them will here- 
after be elected from the new State Bar 
Districts, nine in number, created by the 
amendment to section 9. District 3, com- 
prising Alameda, Contra Costa and Santa 
Clara counties, will be represented by two 
governors, one of whom must maintain his 
principal office for the practice of law 
outside the City of Oakland. District 4, 
comprising the City and County of San 
Francisco, will be represented by two gov- 
ernors. District 7, comprising the county 
of Los Angeles, will be represented by five 
governors, one of whom must maintain his 
principal office for the practice of law out- 


relating 


maining districts, will each be represented 
by one governor. By this amendment, the 
office of governor at large has been elimin- 
ated, and hereafter each candidate must 
maintain his principal office in the district 
for which he is elected. A map of the state 
showing the new State Bar Districts as set 
up in the measure, and a full statement of 
the general effect of the amendments appear 
in the June, 1933, issue of the State Bar 
Journal, at pages 146 and 147. 


Three From Los Angeles County. 

Three members of the Board will be 
elected in the county of Los Angeles in 
1933, one of whom, as above stated, must 
maintain his principal office for the practice 
of law outside of the city of Los Angeles. 
This does not mean, however, that he must 
be elected only by the votes of those main- 
taining their offices outside of the city; 
every member of ‘the State Bar within the 
whole county, who is otherwise entitled to 
vote, will be entitled to vote for a candi- 
date for each of the three offices. 

The present members of the Board of 
Governors who maintain their offices in Los 
Angeles county are Guy Richards Crump 
and John Perry Wood, who were elected at 
large, and Henry G. Bodkin and John W. 
Hart, who were elected to represent the two 
former State Bar Districts within the 
county. The terms of office of Judge 
Crump and Mr. Hart do not expire until 
1934. Judge Wood’s term expires this 
year, but, as he will have served but two 
years on the Board, he will be eligible 
for reelection; however, by virtue of the 
new provision of section 9, that “no per- 
son shall be nominated for, or eligible to, 
membership on the Board who has served 
as a member for three years next preceding 
the expiration of his current term, or would 
have so served if his current term were 
completed,” Mr. Bodkin, who was first 
elected in 1929, and reelected in 1931, will 
not be eligible for reelection this year. 

Finally, it should be noted that one of 
the candidates to be elected this year will 
be elected for a two-year term, while the 
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other two, including the one whose office 

is outside the city of Los Angeles, will be 
elected for three-year terms. 
Future Elections. 

The provisions of the Act are such that, 


beginning with the election year in the year ~ 


1936, five governors will be elected each 
year to serve for three years, after which 
they will not be eligible for reelection to 
the Board until a year has elapsed,—that 
is, until the next regular election. It is 
contemplated that, at its regular meeting 


in June, 1933, 

will have designated the offices, by number | 
for which candidates may be nominated, } 
and will have fixed, as well the time for f 
the filing of nominating petitions, the clos. | 
ing of the voting lists, and the mailing and | 
canvassing of the ballots, which, if the new | 
law takes effect by virtue of the election | 
on June 27, will be completed prior to Sep- | 
tember 21, next, the time now fixed for the * 
opening of the sixth annual meeting of 
the State Bar at Del Monte. 


the Board of Governon | 


Integrate Bar Movement Grows 


Three more states have joined the in- 
creasing list of those states where the Bar 
has won the fight in securing charters for 
integration, says the Journal of the Am- 
erican Judicature Society. These states 
are Washington, Arizona and North Caro- 
lina. <A list of such states now having 
such acts with the years of their adoption 
is, as follows: North Dakota, 1921; Idaho, 
1925; Alabama, 1925; New Mexico, 1925; 
California, 1927; Nevada, 1928; Oklahoma, 
1931; Utah, 1931; South Dakota, 1931; 
Mississippi, 1932; Washington, 1933; Ari- 


Lawyer Lads Labor Lustily 


} 
zona, 1933; North Carolina, 1933. Three 
additional states, Montana, Texas and 
Michigan, still remain to be heard from 


In Oregon and Missouri similar acts 
were defeated in the Legislature by the 
very narrowest margin. In Kansas the pro-| 
posed bill was not defeated, but was not | 
pressed in the 1933 session of the Legis- | 
lature, due to the fact that its success might 
have heen jeopardized by the demands upon 
the Legislature to deal with too many im- | 
mediate pressing matters. 


Activities of Junicr Barristers. 
By George Keefer, of the Los Angeles Bar. 


ONTINUING their policy of activity 

and expansion, the Junior Barristers 
have made the past month one of note- 
worthy progress. Jack W. Hardy, their 
hardworking president, ably officiated as 
principal speaker at a meeting of the South- 
western University Law School Bar Asso- 
ciation, also expressing to that body the 
gratification of the Junior Barristers at be- 
ing permitted to assist in its organization. 

Following nation-wide publicity in the 
American Bar Association Journal requests 
for information concerning the Junior Bar- 
risters have begun to come in, the first of 
which being a letter from a Birmingham, 
Alabama, law firm. 

On June 6, Brothers Creary, Chantry, 
and Mullins trekked to San Bernardino 
where the local group of young attorneys 
bartered an excellent meal for helpful sug- 


gestions in regard to the formation of their | 
own junior bar. 

On the 9th of June President Hardy } 
again performed his duty at the semi-| 
annual admission ceremony before the Su- 
preme Court by welcoming the successful 
applicants to membership in the Los An- 
geles fraternity. 

The Legal Articles Competition Commit: | 
tee headed by Wm. Howard Nicholas ! 
launched its first contest, rules and regula- | 
tions for same being published herein at an- 
other page. 

Then snatching a brief respite from the | 
urgent demands of an egregious practice, 
the Junior Barristers took refuge on June 
16th in the hills of Bel-Air where one and | 
all indulged in an orgy of athletics, politics, | 
forensics, golfstics, gastronomics, and just- 
plainhics. 
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RULES FOR JUNIOR BARRISTERS’ COMPETITION 


1. The Junior Barristers of the Los Angeles Bar Association will award the 
following prizes to successful participants complying with these rules, writing and 
delivering legal articles to the legal articles’ competition committee of the Junior 
Barristers : 

First Prize .. . . $50.00 Third Prise . . . $1580 

Second Prize . $30.00 Fourth Prize . $ 5.00 


2. Participants must confine their articles to subjects of current interest to 
the legal profession. Awards will be based on general excellence, authoritative- 
ness, originality of thought and value of the article to the particular field to 
which it relates. 

3. First prize will be awarded to the participant submitting the best article, 
judged by the standards stated above, second prize to the participant sub- 
mitting the next best article judged by such standards, and so on until all the 
prizes have been awarded. Duplicate awards will be made to participants tied for 
any prize. 

4. Three judges will be selected by the Legal Article Competition Commit- 
tee of the Junior Barristers to judge the entries and award the prizes. The 
names of the judges will be announced prior to the close of the contest. Each 
participant expressly agrees that the decision of a majority of the judges on all 
matters submitted and their interpretation of these rules will be final, conclusive 
and binding upon each said participant, and that the Junior Barristers shall be 
under no obligation other than to award the prizes in accordance with the de- 
cision of the judges. 

5. No entry fee is required and any member of the Junior Barristers under 
35 years of age and in good standing may compete. Members of the Legal 
Article Competition Committee may not compete. 

6. Articles shall not exceed 7,500 words, exclusive of citations ‘and comment 
on citations in footnotes, and shall be typewritten, double space, except quotations 
which shall be single space and indented, and except footnotes which shall be 
single space, on 8% by 11-inch paper and bound on the left side. Participant’s 
full name and address shall appear on his article. All authorities and sources of 
information must be stated by citations in appropriate footnotes throughout the 
article. Acknowledgement of all quotations must be made. 

7. Articles submitted must be written by the participant solely for this con- 
test and must be participant’s own original work. Theses, articles and other 
works prepared prior to the commencement of this contest will be rejected. Each 
participant shall certify at the end of his article that he has complied with these 
rules. 

8. This contest will close and original and two copies of articles must be 
delivered or mailed to the Junior Barristers’ Legal Article Competition Com- 
mittee, care of Los Angeles Bar Association, Rowan Building, 458 South Spring 
Street, Los Angeles, California, on or before midnight October 15, 1933. 
(Mailed articles must be mailed, with postage fully prepaid and bear a postmark 
not later than 12 o’clock midnight, October 15, 1933.) 

9. Articles submitted in this contest shall become the exclusive property of 
the Junior Barristers of Los Angeles Bar Association, and it may without lia- 
bility publish or cause to be published the whole or any part of all of such 
articles in any publication or publications selected by it, and it shall have all rights 
of an author therein. Credit for authorship shall be given the participant or 
participants submitting the published articles. Articles submitted in this contest 
will under no circumstances be returned to participants. 


Witit1AmM Howarp NICHOLAS, 
Chairman of Committee. 
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Depletion and Natural Gasoline 
As Affecting Income Tax on Apparent Profits 
*By Fred Vaile, Past President, Petroleum Accountants’ Society 
HILFE there may be differences of - than the recovery of the cost of completed 


opinion as to the rates and methods 
of computing depreciation, no competent 
business man will deny the fact that capital 
assets of limited life are in reality a de- 


ferred charge against future operations, 
and that their cost must be recovered 
hefore there are any actual net business 
profits. Depletion in respect to natural 


resources is of equal importance and em- 
braces factors that are not usually present 
in the case of depreciation. In the or- 
dinary agricultural, manufacturing or mer- 
chandising enterprise, depreciation is  pri- 
marily to provide for the replacement of 
necessary facilities so that additional capi- 
tal will be required only when the scope 
of operations is to be increased. With 
wasting assets, such as oil and gas, the re- 
covery of the development costs of any 
single project is not sufficient to insure the 
continuance of successful operations. 
This is due in part to the inherent un- 
certainty of the oil business; to the fact 
that the best engineering advice is 
more or less speculative when it attempts 
to deal with conditions some distance be- 
neath the earth’s surface. One successful 
well is apt to be followed by a series of 
dry holes or small producers. And a fur- 
ther reason is found in the character of 
oil production. An oil well starts declining 
almost as soon as it is placed on production 
and the rate of decline may be very abrupt. 


even 


Periods of abnormal revenues from flush 
production are often followed by other 
periods of negligible profits. The main- 


tenance of ample oil reserves calls for the 
drilling of a large number of wells, and 
even in these days of temporary over- 
production we must not lose sight of the 
fact that neither the individual operator 
nor the industry as a whole can continue 
to exist except as new sands are discovered 
and new wells drilled. 
Proper Reserves 

Sound economics, then, would indicate 

that proper reserves should include more 


*Written for The Bulletin. 


projects if insolvency and forced liquida- 
tion are to he avoided. If 
from a prolific well, after recovery of the 
cost of that particular enterprise, is treated 
as net income, where are we to find the 
funds to carry us over a series of less 
successful ventures? Congress has recog- 
nized this situation in provisions in the 
various revenue acts for depletion based 
not only on cost but also on discovery 
value and on income. 
of pessimism it is easy to say that this 
was an unwarranted bonus for stimulating 
unneeded production, but a fairer view- 
point would indicate that this attempt to 
encourage the discovery of new sources of 
supply of needed resources was in the pub- 
lic interest. Many other industries are 
given government aid through tariff regu- 
lations and there is nothing unequitable in 
the theory that the government should offer 
the oil operator some degree of compensa- 
tion for the risks and losses which are an 
unavoidable part of his occupation. 

Since this recognition of the necessity 
for adequate depletion and_ replacement 
reserves has been included. in all Federal 
Income Tax legislation since 1918, we may 
assume that it has become a permanent part 
of ovr tax structure. Certainly the oil in- 
dustry has no dispute with this principle, 
or with the present method of applying it 
on the basis of considering depletion as a 
certain percent of or net income. 
However, the law is very brief and general 
in its terms, and unfortunately many dis- 
putes have arisen between the Bureau of 
Internal Revenue and numerous taxpayers 
as to just who should be included in the 
benefits of these provisions for income de- 
pletion. The most important of these dis- 
puted points is the one relating to natural 
gas and gasoline. 

Natural Gasoline 

It is unnecessary to sketch the rapid 
growth or present importance of _ this 
relatively new branch of the oil industry. 


gross 


production | 


In these days of | 
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tion of this gas, but it holds that a casing- 
head gas contract gives no property right 
to a natural resource and is merely an 
agreement to purchase gas as, if and when 
discovered and produced. This ruling pre- 
vents the gasoline manufacturer from any 
allowance for depletion and limits the oil 
producer who operates his own casinghead 


| Whether accomplished by the large inte- plant from obtaining depletion on more 
' grated oil companies or by independent than the royalty value of his gas. 
 casinghead operators, the manufacture of ig ’ 
® natural gasoline will continue to play an z= Tudicial Theories 
essential part not only in the supply of There are two judicial theories as to 
motor fuel but also in the development Ptvate property rights in oil and gas: One 
npleted | and production of crude oil. This will be #8 that oil in place is realty capable of dis- 
iquida- increasingly true as gas lift and repressur- tinct ownership, severance and sale, and 
duction | ing methods come into vogue and as mar that royalties accruing from the produc- 
of the kets are developed for “bottled” gas. Con- tion and sale of oil and gas are not revenues 
treated | sequently, problems incident to the manu- derived from land but represent a mutation 
nd_ the facture of natural gasoline are no longer 0% Change in the form of property from 
of less restricted in interest to a few operators, real estate to personalty. Under this 
Tecog- but effect everyone connected with the oil theory the courts in Texas have consistently 
in the industry. ° held that the ordinary casinghead gas con- 
based Under the revenue acts of 1918 and 1921. tracts are not contracts covering personal 
covery | casinghead gas contracts were construed Property or gas after it has reached the 
ays of | as tangible assets. This was an obvious surface, but are with real property, with 
at this fallacy but it permitted the owners to re- $45 in place, and that these contracts are 
ulating cover their cost or other basis of value Covenants running with the land and give 
view- thru amortization. When the revenue act [© the contractee the same interest in the 
mpt to of 1926 first permitted depletion on the land and in the gas in place that an oil 
ces ol basis of income, casinghead operators as- ease creates for the lessee. 
e pub- sumed that they were included among the In all states except Texas and Kentucky 
es are beneficiaries of this provision. The 3ureau the courts have inclined to the opinion that 
regu- of Internal Revenue did not coincide in Oi and gas, being migratory minerals, 
ble in this view and was aided in its stand by Partake of the nature of common property, 
1 offer certain oil companies who considered the _ title to which becomes absolute only when 
pensa- matter of minor importance and were reduced to possession. Under this theory 
are an willing to use it as a trading point to obtain 4" oil and gas lease grants to the lessee 
J other concessions. After six years of dis- @ profit a prendre—the right to take 
cessity cussion, ultimate solution of the question mineral from the ground. The Supreme 
*ement seems impossible except through a decision Court of the United States has followed 
‘ederal of the Supreme Court or clarifying legis- @ similar line of reasoning in holding that 
e may lation by Congress. Meantime, millions of the ordinary mining lease is not a convey- 
rt part dollars are involved in contingent tax lia- ance of ore in place, but merely grants the 
oil in- bilities and the present and future of the lessee the privilege of entering upon the 
nciple, casinghead industry is seriously hampered. premises and removing minerals therefrom, 
img tf Without attempting to write a brief on the exercise of this privilege being paid for 
1 as af the subject, the legal phases involved may by a royalty based on a certain percent of 
icome. be summarized briefly. The Bureau con- the values obtained. 
— egg pe trem sayy citro a the Depletable Interest 
payers also agrees that this allowance for depletion re er eg PCS rremeg —_ ; 
in the | should be equitably proportioned among —— - — rage g . arare 
SF prt e: x sahlbiiies ee pen Roser reserves is a perquisite to a depletabie 
e dis- ge Sead prenat 2 production ol manus interest, but admits that depletion attaches 
atural ’ j ; ss to a profit a prendre—the right to take a 


wasting asset. The oil lessee is allowed 
depletion on oil produced, although he does 
not obtain title to the oil until it actually 
reaches the surface of the ground. The 
casinghead gasoline contractee feels that 
he acquires title to his gas at the same 
time and in the same manner by reducing 
a wasting asset to possession, and con- 
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sequently has the same depletable interest 
which is admitted in the case of the oil 
lessee. 

The Bureau, however, still maintains the 
position that a casinghead contract is a pur- 
chase agreement and not an assignment of 
a leasehold interest in spite of the fact 
that the ordinary contract gives the con- 
tractee the exclusive right of collecting all 
gas in the ground and extracting the gaso- 
line from same during the entire economic 
life of the property. The contract entails 
certain obligations whereby the contractee 
must aid in the development and production 
of oil and gas by furnishing dry gas for 
drilling and pumping, by exerting a vacuum 
or back pressure on producing wells and by 
forcing gas into the formation under pres- 
sure in order to facilitate or increase pro- 
duction. The contract gives concurrent pos- 
session of the surface with the privilege and 
duty of installing equipment and furnishing 
materials and services towards the common 
problem of capturing migratory supplies 
of oil and gas and reducing same to pos- 
Such a contract establishes a 
covenant running with the land and a bind- 
ine ‘tneerest in the leasehold estate with 
the effect of making the contractee a sub- 
lessee with the same property rights in 
the gas in place that the oil lessee has in 
the oil in place. 

Government Stand Adverse 

The stand taken by the Bureau is equally 
adverse to the oil producer who instalis his 
own gasoline plant, in that it limits his de- 
pletable income from gas to the value of 
the 30 or 40 percent that he might obtain 
as royalty if the gas were treated by an 
independent manufacturer. The process of 
extracting gasoline from gas is likened to 
the refining of crude oil and is presumed to 
have no bearing on the value of the gas 
when first captured. The weakness of this 
theory is apparent. Since it is not feasible 
to store gas, it has no value at the well 
except as it can be put to immediate use. 
Gas contains certain hyrocarbons which 
liquify as a result of changes in tempera- 
ture and pressure, and the only measure of 
value of casinghead gas is the value of the 
gasoline extracted from it plus the amounts 
which may be obtained from the sale of 
residue dry gas. 

If the oil operator should wrap cooling 
coils around the gas pipes leading from his 


session. 





wells and thereby cause liquid gasoline to he 


produced the revenues resulting from the 
subsequent sale of this gasoline would be 
subject to depletion. If he collects his 


gasoline through a somewhat more comph- 
cated system the underlying principle is 
not changed and the mere fact that the 
modern absorption and compression plants 
are more elaborate than the original re- 
frigerating plants, which were used in the 
early days of the natural gasoline industry, 
would not seem to change the depletable 
status of this natural product. 


Good Case 

Not only in law but in equity the gasoline 
operator seems to have a good case. The 
assertion that he takes no risks hecause he 
drills no dry holes and that his hazards are 
no greater than those of any other manu- 
facturer is entirely untenable. The gasoline 
plant must be built when the oil field is 
first brought in, when its extent and life 
are still highly problematical. The plant 
must be large enough to take care of flush 
production even if that means excess equip- 
ment after the first few months of opera- 
tions. Changes in refining practice result 
in a high rate of obsolescense on all plant 
equipment. Both California and the Mid- 
Continent have dozens of idle casinghead 
plants, which are grim examples of the 
large hazards which effect this industry. 
In fact, the casinghead manufacturer has 
the same right to income depletion as the 
oil operator, since he too must recover the 
major portion of his investment out of flush 
production. : 

In the final analysis the whole question of 
who is entitled to depletion on income hinges 
on the intent of Congress, which admittedly 
has the power to grant or to deny this 
privilege. Presumably the main purpose 
of this legislation was to encourage the 
proper development of our natural re- 
sources. But there was another reason and 
that was to prevent the imposition of taxes 
on apparent income, which proper account- 
ing practice and sound business judgment 
would construe not as net profits but as 
reserve necessary for the conduct of future 
operations. On this basis it is only fair 
to assume that income from casinghead gas 
should be included with income from crude 
oil in establishing a proper basis for de- 
pletion. 









— 


2 em RRR peo 





or 1r 
advi 


ings 


T 
is a 
the 

tori 
men 
rept 
in a 
thos 
than 


I 
actir 
law) 
blac 
ant 
eign 
ones 
abu: 
pres 
to § 
ing 
law 
evel 
to 
of ; 
law. 
but 
of | 
witl 
best 
evel 
posi 
of < 
An 
a: 





——s 


to be 
m the 
id be 
ts his 
ymphi- 
ple is 
it the 
plants 
al re- 
in the 


Se 


ustry, : 


etable 


soline 
The 
ise he 
1s are 
nanu- 
soline 
eld is 
d life 
plant 
flush 
“quip- 
ypera- 
result 
plant 


Mic- | 


ohead 
f the 
ustry. 
r has 
is the 
‘r the 
flush 


on of 


linges 


ttedly 
+ this 
T pose 
e the 
| re- 
n and 
taxes 
ount- 
rment 
ut as 
uture 

fair 
d gas 
crude 
r de- 


2 aR oe = 





LOS ANGELES BAR ASSOCIATION BULLETIN 


273 





Some Personal Observations on Law and Lawyers 
By Albert H. Miller, of the Azusa, California Bar 


Vain Ostentation. 
NE OF THE legal war horses of 
ancient Rome, Marcus Fabius the Fifth 
or maybe the Fiftieth, gave some very good 
advice to young lawyers. .\mong his writ- 
ings we find this: 

“He must keep himself free from two 
sorts of vain ostentation: the one, that of 
obtruding his services on the powerful 
against the humble; the other, which is 
even more boastful, that of supporting the 
humble against persons of dignity: for it 
is not rank that makes causes just or 
unjust. 

The old fellow was right. The limelight 
is alluring. Notoriety will get one before 
the public very quickly but it is not no- 
toriety that counts. Like some invest- 
ments that are good for the long pull, one’s 
reputation as a lawyer cannot be built up 
ina day. The best lawyers are generally 
those who progress by lamplight rather 
than by spotlight. 

The Unfaithfulness of Lawyers. 

I have practiced at the Bar 27 years, 
actively all that time. I have seen good 
lawyers and poor lawyers, white ones and 
black ones, Jewish and Gentile, Protest- 
ant and Catholic, American-born and for- 
eign-born, rich ones and_ poverty-stricken 
ones. I have heard them praised and 
abused. And I cannot help but note the 
present tendency of some people who wish 
to gain recognition for themselves by go- 
ing out of their way to reflect on the 
lawyers. Never in my experience have | 
ever met a lawyer who was unfaithful 
to his client. He might commit errors 
of judgment, he might be mistaken in the 
law, he might not use the best strategy, 
but the hundreds and scores of hundreds 
of lawyers whom I have come in contact 
with, have all of them tried to do their 
best for their client. Not a one of them has 
ever shown the slightest tendency or dis- 
position to desert his client. I don’t know 
of any lawyer who ever sold out his client. 
And I don’t know of a lawyer who knows 
a lawyer who ever sold out his client. 

Reluctant Witnesses. 


_ There isn’t anything more exasperating 
in the trial of a case than to have the job 


of examining a witness who does not want 
to open up and give the facts. Sometimes 
one’s own witness assumes this role. He 
just won't come out and tell the Court 
or jury what the thing is all about. 

I was trying a personal injury suit once 
against a company for maintaining an open 
elevator shaft which my client fell into. 

I put him on the stand. His name was 
Jimmie Pryor. | wanted him to tell about 
the accident. So after the preliminary 
questions | asked him where he was at the 
time of the accident. He replied that he 
was with Mr. Popp the Chief Engineer. 
All right, I thought, I'll get you this time. 
So I asked him “Where was Mr. Popp?” 
He replied, “Mr. Popp was with me.” 

Don’t worry, I said to myself, I am 
going to get this out of you. My next 
question will corner you all right, even 
if you are my witness and have forgotten 
that you ought to do your part towards 
winning this lawsuit. So | asked him, 
“Well, Jimmie, where were the two of 
you?” But he came right back at me 
and replied “Oh, we were the-gither.” 


Keep Your Eye On the Ball. 

We mentioned a while back some words 
of advice of an ancient Roman. An old 
lawyer gave me some advice ence that 
helped me a great deal. 1 went to see him 
to discuss the prospects of a lawsuit that 
in my enthusiasm, | thought would help 
solve a hot controversy over a street car 
franchise then pending. My elderly friend 
asked me who was paying me, how the case 
would be financed, etc. The vacuity of my 
replies caused him to throw cold water all 
over the whole project. And what I still re- 
member of his advice was that I should 


never lose sight of the ball. He was a 
celebrated lawyer. He followed that ad- 
vice implicity himself. _ He never got 


shunted about from this to that. He at- 
tended to work that he had at hand. What 
he did, he did well. And his fame was 
due largely to the fact that he did not 
chase phantoms. If he had a real case, 
he hammered it through. But he didn’t 
waste his time on matters in which his 
services were not sought. 
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Selection of Judges in Chicago 


Proposed Plan Changes the Method 


OR SELECTION of Judges for Chi- 


cago and Cook County the following 


plan is proposed: 

1. That the number of Justices of the 
Supreme Court be increased to nine, three 
to be elected from Cook County ; 

2. That the three representing Cook 
County be elected at nonpartisan elections 
when no other officials are elected. No 
party designation shall be permitted. Names 
shall be rotated on ballot and all other 
practicable safeguards used; 

3. That these Justices serve for nine- 
year terms, one to be elected every three 
years ; 


The Territory of Hawaii is the first ju- 
risdiction to adopt rules for admission to 
the Bar which conform in detail to the 
standards set up by the American Bar As- 
sociation. 

Members of the Bar are again reminded 
that The Bulletin is a forum for free ex- 
pression on matters of importance, and 


\ 
4. That the Justices be subject to be| 
recalled at any time by vote of the people; | 


5. That these three Justices be given} 
full power to appoint all Judges in Chicago | 


and Cook County now elected by popular / 


vote; 


6. That all Judges so appointed serve 
until retired or removed by the Justices 
appointing them. 


7. That the Justices have full power to 
remove any Judge so appointed at any 
time, stating reasons for so doing. (TIlinois 
Bar Journal, for May, 1933.) 
solicits constructive articles of value to 
lawyers. 

The 56th annual meeting of the American 
Bar Association will be held at Grand 
Rapids, Mich., August 30, 31 and Sept. 1. 
Reservations for hotel accommodations may 
be made through the executive secretary, 
1140 North Dearborn street, Chicago. 
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A Corporate Trustee 


pesesscesesesess 


for Your Clients 


HEN you are planning for a corporate Trustee for a client... 
either an estate, or any other form of trust ... we invite you 
to make full use of any service we can render. 


Our Trust Officers, realizing our community of interest with Mem- 


bers of the Bar, and having a high regard for the ethics of the 
legal profession, are ready to extend a maximum of cooperation at 


all times. 


Main Office, Fifth and Spring 
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Some Say “Good;”’ Others Say “Bad” 


Members Pass Judgment on The Bulletin. 


Its Weaknesses Criticized and Its 


Excellence Commended 





ments and suggestions. 





The questionnaire recently sent to members by The Bulletin Committee in 
its efforts to ascertain how they regarded the Association’s publication, and what 
might be done to make it more interesting and helpful, brought numerous com- 
Many of these will aid the Committee and enable it to 
make improvements both as to quality and variety of material. 
comments, both favorable and unfavorable, are printed below. 


Some of the 








HE FACT is that you supply a Bulletin 

that is the envy of your readers and all 
members of every other Bar Association. 
It is a little one-sided as to Bar policies and 
questions that have been pre-judged. Arti- 
cles on the ‘“‘other side” should be welcomed 
and invited more since there is no “Leading 
Class” among lawyers. 

The Editor Agrees 

Some of our profession, I fear, are al- 
ready too keen about advancing their finan- 
cial interests and | do not approve articles 
which put our profession in suspicion of 
being too grasping and over-zealous in pro- 
tecting their rights. 

I regard Tue Buttetin as the one bene- 
fit of the Bar Association membership that 
reaches all members, tangibly and unmis- 
takably. 


Live topics of practical application to 
the average lawyer’s problems would seem 
to me to be most desirable. 


A Few Bouquets 
Tue BuLuetin is a valuable vehicle, 
should be continued and enlarged. 





Our BuLietrn is one of the best and 
probably no other published by a local asso- 
ciation approaches it. 

We spend plenty of space on disciplinary 
matters, but rarely any news about the fine 
things our brethren do—shake it up a little. 


Tue BuLLeTIN, in my judgment, is a 
very necessary part of our association. 
Favors Local News 
The L. A. Lawyer has L. A. problems; 
the Association’s Bulletin is the best forum 
for the discussion of those problems. If 





you yield your space to articles dealing with 
the State and National affairs of the legal 
profession you intrude in a field already 
covered and leave the local field uncovered. 





It may be a good idea to work in reviews 
of leading and important cases as rendered 
and discussions of questions undecided in 
California. 

Perhaps the quality of contents might be 
more easily maintained if THe BuLLetin 
appeared quarterly. 


Suggest adequate discussion of pending 
or proposed legislation with the views of the 
proponents and opponents. 


A Punch 


I regard Tue BuLLeTIn as the redeem- 
ing feature of the Bar Association. 

I am not in favor of trying to push the 
commercial interests of attorneys in pref- 
erence to interests of clients. The advertis- 
ing ban has destroyed the office practice of 
lawyers. The banks advertise and get the 
first contact—employees without proper ex- 
perience and knowledge give all kinds of 
advice as to investment and other matters— 
the millions lost through the American 
Mortgage Company, Ferguson, California 
Reserve, etc., etc., would not have occurred 
if the old relationship of “Family lawyer” 
had not been destroyed by bank advertising. 

The attitude of the attorneys or Bar As- 
sociations toward advertising and allowing 
business to drift away from the profession, 
reminds me of the lines in Hart’s Rhetoric, 
our high school book of fifty years ago: 

“The world of fools has such a store, 

That he who would not see an Ass, 
Must hide at home, and bolt his door, 
And break his looking-glass.” 
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My viewpoint, having been a lawyer in 
active practice for 16 years and now in the 
banking business, is that the great weakness 
of the legal profession is its inability to un- 
derstand the general problems of business 
and to maintain a sympathetic relationship 
with and in the problems of its clients rep- 
resenting business. 

If possible secure well written articles on 
order of those in A. B. A. Journal. 


A “Kicking” Section 
There should be a section—where lawyers 
can express themselves briefly and register 
“kicks” on judges as methods of procedure 
or other matters of mechanics in the clerk’s 
office, etc. For instance, I think there are 
too many J. P.’s sitting in Municipal Court. 





Why not devote a page or so—exclusively 
to problems confronting the junior organi- 
zation, that is, the members thereof ? 

We'll Try 

Wish But.etin would include articles on 
changes in Court rules here in L. A. If 
one should fail to read the “News” or 
“Journal” daily, he often misses important 
changes in rules in L. A. courts. 


Tne BuLuetin is for the interest of the 





lawyers. It ought to be reliable. Student’s 
articles ought to have no place there. 
Theory ought to be tabooed. Constructive 


criticisms welcome, even though it touches 
the judges on the bench. 

Go after questions of politics—govern- 
ment—American and world policies—Insti- 
tutions and abuses. Don’t think L. A. Bar 
belongs to kindergarten class. 


Helpful Articles 
Think articles on substantive law should 
chiefly concern new statutes and decisions 
of as general interest as possible. 


I prefer a preponderance of articles deal- 
ing with questions of substantive law, par- 
ticularly problems resulting from recent 
legislation. 

The articles in Tue BuLietin are fre- 
quently of great help. In a properly in- 
dexed file I keep many of your articles for 
reference to collected authorities, difficult to 
otherwise secure quickly. 





_ worse than it is. 


I like the idea of printing about every- 
thing—making Tue BuLLetrn a sort of 
open forum even if sometimes tedious. The 
physical set-up and arrangement of Tue 
BULLETIN is so poor as to make it appear 
I suggest fewer messages 
from officers, which are the worst of all 


articles. 





Ouch! F 

Dispense with long historical treatises, 
e.g., The Code of Hamurabi—as expounded | 
by Judges Gates, Yankwich, etc. In these 7 


days which “try men’s souls’”’ nobody gives © 


a damn about Hamurabi. 


Might it not be well to run a page a} 
month concerning the activities of the State 
Bar of California? Information on. this | 
subject would be readily available, and | 
would work for closer cooperation between 
the State Bar and the Local Bar. 


More News Wanted 

[t is easy to criticize. The following is | 
given in the nature of friendly, constructive | 
criticism (TI hope). More news is desired. 
The only news generally appearing in THe 
3ULLETIN are Death Notices. Why not} 
give us timely news items about live prac- 
titioners. Marriages, births, good jobs, hu- | 
morous incidents in court, etc. These in| 
my humble opinion would be of interest to 
everyone. An efficient and conscientious 
chairman with the assistance of the mem- 
bers of the Junior committee of the Bar as 
reporters, together with contributions, 
should give sufficient material to make it a/| 
more interesting publication. i 


is 


2S RIM DOR 





Think committee by watching files of 
American Bar Journal and California State | 
Bar Journal could avoid duplication of ef- 
fort of those publications; could call atten- 
tion of our membership to articles therein | 
of special importance. Could also refer to? 
those publications, articles coming to our | 
publication, but of more than local interest; | 
and could print “Readers’ Digest” reviews § 
of articles published elsewhere but too long f 
for our Bulletin. 


Frankness 

I dislike articles concerning the advance: Ff 
ment of the financial interests of lawyers § 
It cheapens the profession. As an orgami-§ 
zation we should discourage the group of | 
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lawyers who are actively and rapidly bring- 
ing the whole profession into disrepute. 
For example—The Trust Deed Measure at 
the San Diego Convention. 


A column of “Doings in the Courts,” 
mentioning interesting or ludicrous happen- 
ings in trials, would be helpful and enter- 
taining. 

Much real articles in the past. Willis, 
Jurisdiction of Municipal Courts (2 install- 
ments). Much used information: Time- 
saving Court forms. 


Have articles brief—main points printed 
in bold type. Get some articles with a so- 
ciological or humanitarian viewpoint. 


It should supplement or complement the 
State Bar Bulletin and not duplicate or 
compete with matter properly contained 
therein and to that end the Bulletin Com- 
mittee should have some “working” har- 
monious arrangement with State Bar Bul- 
letin editors or committee 


Good Suggestion 
I find the procedural articles especially 
interesting, and would appreciate an article 
on appellate practice. 


Articles dealing with improvement in the 
administration of justice and not merely 
with improvement in matters of selfish in- 
terests of lawyers, would be refreshing. 


It is suggested that some well considered 
article or articles on the economic status and 
future of the profession, both locally and 
nationally, be published, also, a “Letter 
Box,” “Vox Pop” or some such similar 
column—permitting a brief, informal ex- 
pression of opinion of members on matters 
of professional interest and association 
activities. 


Can This Be? 
The younger practitioners enjoy articles 
that assist them in knowing what the older 
practitioner has learned from experience 


i and “takes for granted.” 
: 


Technical legal articles are academically 
helpful, but procedural matters would help 
save. 


I think more articles should be published 
from the pens of lawyers who have “ar- 
rived” and a discontinuance made of the 
practice of opening the pages of Tue But- 
LETIN to just “anybody.” 


All Right, Start It 

[I believe it would be beneficial to estab- 
lish a department or forum page for com- 
ment by subscribers on previously appearing 
articles and a page for written debate on 
those matters which from time to time ap- 
pear of general active interest and on which 
there is a well defined difference of opinion. 
Current examples are the T. D. bill; Ap- 
pointment v. Election of Judges; Present 
Plebiscite Methods, etc. 


I believe THe BUuLLETIN’s policy of an 
evenly balanced magazine can hardly be im- 
proved upon. And I would not change its 
size or make-up. 

Tue BuLietin to be useful must take a 
stand in defense and in the protection of 
lawyers and the association. The ever ad- 
vancement of unlawful practice, the over- 
crowding, the cut throat competition, must 
be given light in THe BULLETIN. 


The general excellence of THE BULLETIN 
will be difficult to improve. The committee 
and contributors of articles are entitled to 
the sincere appreciation of all readers of 
Tue BULLETIN. 


A Real Idea 
I believe Tur BuLvetin could sponsor 
an association or academy of younger law- 
yers interested in the continuation of study 
of certain branches of the law and pro- 
cedure with compensated lectures by spe- 
cialized and qualified leaders of the bar—a 

sort of post graduate work. 





More local news of our own activities 
should be printed also news of meetings and 
activities of committees. 


Tue BuLietrn has, in my estimation, 
been of considerable value to the members 
of the Association and the good work 
should be continued. 
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My viewpoint, having been a lawyer in 
active practice for 16 years and now in the 
banking business, is that the great weakness 
of the legal profession is its inability to un- 
derstand the general problems of business 
and to maintain a sympathetic relationship 
with and in the problems of its clients rep- 
resenting business. 


If possible secure well written articles on 
order of those in A. B. A. Journal. 


A “Kicking” Section 

There should be a section—where lawyers 
can express themselves briefly and register 
“kicks” on judges as methods of procedure 
or other matters of mechanics in the clerk’s 
office, etc. For instance, I think there are 
too many J. P.’s sitting in Municipal Court. 

Why not devote a page or so—exclusively 
to problems confronting the junior organi- 
zation, that is, the members thereof? 


We'll Try 
Wish Butietin would include articles on 
changes in Court rules here in L. A. If 
one should fail to read the “News” or 
“Journal” daily, he often misses important 
changes in rules in L. A. courts. 








Tue BuLuetin is for the interest of the 


lawyers. It ought to be reliable. Student’s 
articles ought to have no place there. 
Theory ought to be tabooed. Constructive 


criticisms welcome, even though it touches 
the judges on the bench. 

Go after questions of politics—govern- 
ment—American and world policies—Insti- 
tutions and abuses. Don’t think L. A. Bar 
belongs to kindergarten class. 





Helpful Articles 
Think articles on substantive law should 
chiefly concern new statutes and decisions 
of as general interest as possible. 


I prefer a preponderance of articles deal- 
ing with questions of substantive law, par- 
ticularly problems resulting from _ recent 
legislation. 





The articles in THe BULLeTIn are fre- 
quently of great help. In a properly in- 


dexed file I keep many of your articles for 
reference to collected authorities, difficult to 
otherwise secure quickly. 
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Technical legal articles are academically 
helpful, but procedural matters would help 
save. 

I think more articles should be published 
from the pens of lawyers who have “ar- 
rived” and a discontinuance made of the 
practice of opening the pages of Tue But- 
LETIN to just “anybody.” 


All Right, Start It 

I believe it would be beneficial to estab- 
lish a department or forum page for com- 
ment by subscribers on previously appearing 
articles and a page for written debate on 
those matters which from time to time ap- 
pear of general active interest and on which 
there is a well defined difference of opinion. 
Current examples are the T. D. bill; Ap- 
pointment v. Election of Judges; Present 
Plebiscite Methods, etc. 


I believe THe BuLuetin’s policy of an 
evenly balanced magazine can hardly be im- 
proved upon. And I would not change its 
size or make-up. 

Tue BuLietin to be useful must take a 
stand in defense and in the protection of 
lawyers and the association. The ever ad- 
vancement of unlawful practice, the over- 
crowding, the cut throat competition, must 
be given light in THe BULLETIN. 


The general excellence of THe BULLETIN 
will be difficult to improve. The committee 
and contributors of articles are entitled to 
the sincere appreciation of all readers of 
Tue BULLETIN. 


A Real Idea 
I believe Tur BuLietin could sponsor 
an association or academy of younger law- 
yers interested in the continuation of study 
of certain branches of the law and pro- 
cedure with compensated lectures by spe- 
cialized and qualified leaders of the bar—a 

sort of post graduate work. 





More local news of our own activities 
should be printed also news of meetings and 
activities of committees. 


Tue BuLuetrn has, in my estimation, 
been of considerable value to the members 
of the Association and the good work 
should be continued. 
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Tue BULLETIN is very interesting and 
affords a contact or medium of reaching a 
great number of attorneys and is much to 
be desired. : 

Tur BULLetin is indispensable. A busy 
har appreciates it, though seldom says so. 


Yes, Sir, Quite 

Occasional articles similar to that by 
Judge Leon R. Yankwich in Sept. 15, 1932, 
Bulletin are extremely interesting and edu- 
cational. 

The continued publication of Tur But- 
LETIN is absolutely essential to maintain a 
Unified Bar. 

The Bar generally ought to appreciate the 
amount of real work done by your com- 
mittee. 





A Flock of Suggestions 

I suggest that in an early issue of Tue 
3ULLETIN (an entire issue if required) you 
publish a roll of members of the associ- 
ation. With this information at hand, each 
member could examine the list occasionally 
and think of several attorneys whose names 
should be there, and invite and urge them 
to join. 

Would like to see more helpful discussion 
of ways and means of getting bench and 
bar modernized before disgusted laymen do 
it for us. We are too Chinese in our ven- 
eration of moth eaten precedents and do 
not among ourselves strive hard enough to 
make the law scientific, efficient and modern. 
Fifty judges do the work that fifteen could 
do better with proper organization and help. 


Gee! This Makes the Committee Feel Good 


| am a constant reader of THE BULLETIN 
and have preserved many valuable articles, 
which have proved extremely helpful to 
me. Not long ago I had a very important 
case involving the declaratory relief statute. 
Certain articles in THe BuLvetrn dealing 
with the subject, based upon unquestionably 
thorough research and _ historical review, 
were of incalculable benefit. They have ul- 
timately been reflected in a decision of the 
Court of Appeal, the practical result being 
that the statute was given a broad construc- 
tion and made effective to carry out its 
beneficent purposes. 

This is only one of a number of instances 
where I have had occasion to make practical 
and effective use of technical articles ap- 
pearing in THE BULLETIN. 

As a medium for the expression of the 
views of the members of the Association 
and for crystallizing the thought of our pro- 
fession locally, it is an unquestioned suc- 
cess. As a means of preserving in perma- 
nent form the contributions made by stu- 
dious and thoughtful members of the Bar 
for the benefit of their local brethren, its 
value is incalculable and affords these con- 
tributions a wider scope and field than the 
oral discussions at our periodical meetings. 


I feel that it is due to the members of 
your Committee and those who have served 
in this capacity in the past, as well as to 
Tit BuLLeTIN’s contributors, to express as 
earnestly and vigorously as I can my ap- 
preciation of the fact that the community 
and the profession are deeply indebted to 
you. 


PROFESSIONAL CONDUCT. 


“Tt is obvious, we think, that the legal 
profession does stand in a peculiar relation 
to the public, and that there exists between 
the members of the profession and those 
who seek its services a relationship which 
can in nowise be regarded as analogous to 
the relationship of a merchant to his cus- 
tomer. For instance, it may be pointed 


out that if a customer discovers that one 


merchant is unworthy of his patronage and 
trust, he does not thereby brand all merch- 
ants as dishonest and unethical, whereas if 
a client becomes convinced that the attorney 
to whom he has entrusted the protection 
of his interests is unworthy of the trust re- 


posed in him, he is very apt indeed to 
classify attorneys as a class as unworthy 
of trust and to feel that they are all 
scoundrels. For this reason alone, it is 
important to the legal profession as a whole 
that nothing shall be done by any member 
which may tend to lessen in any degree the 
confidence of the public in the fidelity, hon- 
esty and integrity of the profession. And 
it is by reason of the confidential relation- 
ship existing between attorneys and clients 
that certain rules and regulations are ap- 
plicable to the profession which are not 
applicable to a business.” (Jn re Barton, 
209 Cal. 677.) 
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Problems in Professional Ethics 


Members Seek Counsel and Advice of Committee on Legal Ethics Upon Questions 
Arising in Everyday Experience 











In order that the lawyers of Los Angeles County may have the benefit of 
the written opinions of the Legal Ethics Committee of the Los Angeles Bar Asso- 
ciation, given in response to specific requests for advice in actual situations, 
The Bulletin presents here, digests of some of the Committee’s recent opinions. 








Circularizing Prospective Clients. 


Query: May an attorney whose long 
service with the United States Veterans’ 


3ureau and whose affiliations with various 
veterans’ organizations has enabled him to 
learn of numerous disabled veterans, who 
probably have meritorious claims under re- 
lief legislation enacted hy Congress, but 
have not presented their claims, most likely 
through ignorance of their rights, inform 
such veterans by circular letter of their 
prospective rights without contravening the 
canons of ethics governing the professional 
conduct of a lawyer? 

Opinion: We believe that course of 
conduct would come within the category of 
advertising or solicitation of business within 
the prohibition of Canon 27, Code of Ethics 
of the American Bar Association : 
The “personal relations” that you may have 
with the members of the various organiza- 
tions with whom you are affiliated are not 
such, in our opinion, the personal relations 
referred to in the canon above mentioned 
as warranting solicitation. No doubt if 
within such an organization you were called 
upon to expound the rights of veterans, it 
would be quite in order to advise those who 
are disabled and whom you believe to be 
among the beneficiaries, of the facts of 
their rights but we do not think 
that letters sent on your own initiative to 
persons, concerning whom you may have in- 
formation, overlooking their rights, with the 
object or thought in mind that ultimately 
such information would bring to you prof- 
itable employment, could be countenanced 
as ethical. 

Advertising 

Overy: A company or individual adver- 
tises for and solicits personal injury claims. 
Upon securing a claim, and after deciding 
that an attorney is necessary, sends claim- 
ant to an attorney of their selection, and 
with whom a previous arrangement has 
been made for accepting such claims as are 


presented, in which the attorney decides 
claimant has grounds for suit, on a con- 
tingent fee contract. The attorney, after 
talking with the client, makes such a con- 
tract, knowing that the individual or com- 
pany in question also has a contract for a 
part of the recovery, if any, for services 
rendered and to be rendered in securing evi- 
dence, etc., and the amount of the two con- 
tracts totaling 50 per cent of the recovery. 

Opinion: We are constrained to believe 
that this case and its ramifications fall 
within that vexatious class of cases known 
as and resulting from so-called “ambulance 
chasing” The procuration of busi- 
ness by a lawyer through this method, 
whether directly or indirectly, is not only 
frowned upon by the Bar, but is a subject 
covered by our rules of professional con- 
duct, and consequently one guilty of acts 
violating these rules is liable to disciplinary 
action by the Bar. 

Overy: You occupy an office in an 
office building located at the junction of two 
streets, upon two walls of which building 
the owner thereof maintains a large-sized 
directory, plainly visible from the two 
streets, and upon which are printed the 
name and profession or occupation of each 
of the tenants in the building. Your name 
with your profession and room number has 
heen placed on this directory by the owner 
in a space approximately 3 by 4 feet. You 
inquire if it is unethical for you to allow 
this sign to remain: 

Orrnton: Taking the matter all in all, 
the majority of the Committee is of the 
opinion that it is not unethical or improper 
for you thus to permit your name to be 
displayed, although it borders somewhat on 
poor taste to do so. We know that in some 
of the small cities, attorneys make a prac- 
tice of placing their names on the side of 
the building they occupy, and no doubt 
where this custom prevails it is looked upon 
as in no wise improper or violative of any 
rules of good taste. 
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